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PREFACE 


In a formal address before the National Press Club at Washington 
on October 26, 1940, Secretary of State Cordell Hull reviewed the 
developments in international relations from the early nineteen- 
twenties onward and described the policies followed by the United 
States in face of the conditions created by these developments. 
The text of the address appears in this issue of International 
Conciliation. 

The pamphlet also contains two articles dealing with economic 
questions, one of which discusses the prospects of the United States 
continuing its system of free enterprise in a world of controlled 
economy, while the other treats of the economic reconstruction of 
Europe in the event of a German victory. The author of the two 
studies is Joachim Stresemann, son of the distinguished statesman 
Gustav Stresemann, who served Germany as Minister of Foreign 
Affairs from November 1923 to the time of his death in 1929. 


NICHOLAS MuRRAY BUTLER 
New York, November 8, 1940. 
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THE FOREIGN POLICY OF THE UNITED STATES 
Address by the Secretary of State! 


It is with no light heart that I address you and any others who 
may be listening tonight on the subject of our international relations. 
I should be lacking in candor if I did not emphasize the gravity of 
the present situation. 

Only once before in our national existence has as grave a danger 
from without threatened this nation as the danger which looms 
today on the international horizon. That was in the stirring days 
when the founders of this republic staked everything on their 
unshakable conviction that a nation of free men could be established 
and would endure on the soil of America. Theirs was a struggle and 
a victory the fruits of which have been the proud inheritance of 
succeeding generations of Americans for more than a century and 
a half. These generations, including our own, have enjoyed this 
inheritance in a world where human freedom, national independence, 
and order under law were steadily becoming more and more firmly 
established as a system of civilized relations among nations and 
among individuals. 

Today that system and all peaceful nations, including our own, 
are gravely menaced. The danger arises out of the plans and acts 
of a small group of national rulers who have succeeded in trans- 
forming their peoples into forceful instruments for widespread 
domination by conquest. 

To understand the significance of this danger and to prepare to 
meet it successfully we must see clearly the tragic lessons taught 
by what has occurred since the protagonists of conquest began 
their march across the earth. I ask you to review with me the whirl- 
wind developments of one of the saddest and most crucial decades 
in the history of mankind—that of the nineteen-thirties. 


I 


The opening years of the decade were filled with ominous rumblings 
of impending disaster. Profound economic dislocation had spread 
rapidly to every part of the world. It had disrupted international 
economic relations and was causing untold distress everywhere. 


1 Delivered at the National Press Club dinner, Washington, D.C., October 26, 1940. 
Reprinted from The Department of State Budletin, Vol. III, No. 70, October 26, 1940. 
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The structure of international peace was still intact, but a dangerous 
breach was opened in it by the Japanese occupation of Manchuria 
in 1931. That act, universally condemned at the time, proved to be 
only the beginning of an epidemic of callous disregard of international 
commitments—probably unparalleled in the annals of history, 
International discussions for the reduction and limitation of arma- 
ments, begun much earlier, were dragging along. Their failure to 
result in effective agreements was adding to the general feeling of 
apprehension and insecurity. 

These developments were bound to create grave difficulties and 
grave dangers for our country, as well as for the rest of the world. 
The problems which they presented imperatively demanded on our 
part vigorous initiative and leadership in the promotion and defense 
of the national interest. 

Accordingly, in the conduct of foreign policy, this Government 
directed its efforts to the following objectives: (1) Peace and security 
for the United States with advocacy of peace and limitation of 
armament as universal international objectives; (2) support for law, 
order, justice, and morality and the principle of nonintervention; 
(3) restoration and cultivation of sound economic methods and 
relations; (4) development of the maximum measure of international 
cooperation; (5) promotion of the security, solidarity, and general 
welfare of the Western Hemisphere. These basic objectives of a 
good neighbor policy represented a sound and practical middle 
course between the extremes of internationalism and isolation. 
They have been consistently pursued throughout. The sweep of 
events has, of course, required the focusing of our attention at 
different periods upon different problems and different geographic 
areas. 


II 


In the early thirties, the relations among the American republics 
left much to be desired. Elements of mistrust, apprehension, and 
disunion had to be eliminated if a good-neighbor policy was really 
to prevail on the American continent and provide a foundation upon 
which twenty-one free and independent American republics could 
establish peaceful and mutually beneficial relations among them- 
selves and with the rest of the world. 

The Seventh International Conference of American States 
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meeting at Montevideo in December, 1933, offered an opportunity 
for a far-reaching move in this direction. There, a solid foundation 
was laid for a new structure of inter-American relations built on 
lines so broad that the entire program of principles was of universal 
application. At that meeting, the American republics took effective 
action for the maintenance of inter-American peace, agreed upon 
nonintervention, and adopted an economic program of common 
benefit based on the rule of equal treatment. During the years which 
immediately followed, the United States gave tangible proofs of its 
determination to act in accordance with the newly created system 
of inter-American relations. 

At the same time we inaugurated a new policy in the sphere of 
economic relations. In the summer of 1934, this country adopted 
the reciprocal trade agreements program, designed to restore and 
expand international commerce through the reduction of unreason- 
able trade barriers and the general reestablishment of the rule of 
equality of commercial treatment. This program proved to be the 
greatest constructive effort in a world racing toward economic 
destruction. 

In the meantime, other phases of international relations were 
undergoing further and rapid deterioration. Efforts to achieve 
international security through the reduction and limitation of 
armaments were unsuccessful. The long and weary conferences at 
Geneva during which plan after plan failed of adoption showed that 
the world was not ready to grasp an opportunity for action which 
had it been taken might have prevented subsequent disasters. 
This and the notice given by Japan in December, 1934, of her inten- 
tion to terminate the Washington treaty for the limitation of naval 
armaments opened the way for a new armament race. 

At this juncture, Italy announced her intention to secure control 
over Ethiopia—by force of arms, if necessary. While there was still 
a possibility for an amicable settlement of the difficulties between 
Italy and Ethiopia, the attitude of the Government of the United 
States was made clear on September 13, 1935, in a statement which 
read in part as follows: 


Under the conditions which prevail in the world today, a 
threat of hostilities anywhere cannot but be a threat to the 
interests—political, economic, legal, and social—of all nations. 
Armed conflict in any part of the world cannot but have un- 
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desirable and adverse effects in every part of the world, All 
nations have the right to ask that any and all issues between 
whatsoever nations be resolved by pacific means. Every nation 
has the right to ask that no nations subject it and other nations 
to the hazards and uncertainties that must inevitably accrue 
to all from resort to arms by any two. 


During the summer of 1935 under the influence of these rapidly 
unfolding developments threatening the peace of the world the 
Congress enacted a statute, known as the Neutrality Act of 1935. 
The purpose of this Act was to reduce the risks of our becoming 
involved in war. Unfortunately, it contained as its principal feature 
the provision for a rigid embargo on export of arms to belligerents, 
This provision was adopted under the influence of a fallacious con- 
cept temporarily accepted by a large number of our people that this 
country’s entrance into the World War had been brought about by 
the sale of arms to belligerents and the machinations of so-called 
“international bankers.” 

It was clear then, and has become even clearer since, that a rigid 


embargo on export of arms might have an effect the opposite of that | 


which was intended. On the occasion of the signing of the Act, the 
President pointed out that “history is filled with unforeseeable 
situations” and that conditions might arise in which the wholly 
inflexible provision for an arms embargo “might drag us into war 
instead of keeping us out.’’ I myself repeatedly pointed out that in 
addition to the unforeseeable consequences of the provision itself 
reliance upon that concept might mean the closing of our eyes to 
manifold dangers in other directions and from other sources. 

By 1938, there was no longer any doubt that the existence of the 
arms embargo provision was definitely having the effect of making 
widespread war more likely. Accordingly, early in 1939 the Executive 
branch of the Government urgently recommended to Congress the 
repeal of that provision. That was finally accomplished, after the 
outbreak of war in Europe, at a special session of Congress, called 
by the President for that specific purpose. 


III 


The Italo-Ethiopian war and its attendant circumstances ieft, | 


in an already shaken Europe, a new condition of intense bitterness 
and unsettlement. Into that situation, Germany, after three vear 
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of intensive military preparation, flung, early in 1936, her first 
serious challenge to world order under law. The German Govern- 
ment tore up the treaty of Locarno, into which Germany had freely 
and voluntarily entered, and proceeded to fortify the Rhineland in 
violation of the express provisions of that treaty. In the summer of 
that year, a violent civil conflict flared up in Spain, and that unfor- 
tunate country became a battleground of newly emerging power 
politics. 

During this period, the President and I on numerous occasions 
emphasized the gathering dangers in the world situation. In June, 
1935, I made the following statement: 

We witness all about us a reckless, competitive building up 
of armaments, a recurrence of the mad race which prior to 

1914 led the nations of the world headlong to destruction. 


If persisted in, this course will again plunge the world into 
disaster. 


Tragic indeed is the fact that, from the end of 1935, the voice of 
reason became increasingly drowned by the rising clangor of the 
furious rearmament by nations preparing for conquest. 

We continued our efforts for peace. We continued to carry forward 
our program of economic restoration through the trade agreements 
policy. We intensified the process of strengthening our naval arma- 
ments and of improving in other ways our means of defense. Speaking 
for the Government, I pointed out that we would not serve the 
cause of peace by not having adequate powers of self-defense; 
that we must be sure that in our desire for peace we would not appear 
to any other country unable to protect our just rights. 

In view of the imminence of an impending world crisis, we pro- 
posed to our sister republics of the Americas, in January, 1936, an 
extraordinary conference to consider the best means of safeguarding 
the peace of this hemisphere. At this Inter-American Conference for 
the Maintenance of Peace, convoked at Buenos Aires, the twenty-one 
American republics, building on the foundations laid down at 
Montevideo, adopted for the first time the great principle that a 
threat from without the continent to the peace of any of them should 
be regarded by the American republics as a threat to each and every 
one of them. They established in contractual form the obligation to 
consult together whenever the peace of the Americas is menaced 
either from within or from without. 
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During the year 1937, while the cauldron of European politics 
seethed dangerously, the focus of world events again shifted to the 
Far East. In the summer of that year, Japan struck a further and 
more extensive blow at China. This new threat to the peace of the 
world rendered appropriate a restatement of the fundamental aims 
and principles of the foreign policy of the United States. In a state. 
ment issued on July 16, 1937, I set forth those principles. We urged 
upon all nations the acceptance and observance of those principles, 
We repeatedly offered to be of assistance toward composing the 
Chinese—Japanese conflict in accordance with those principles, 
We participated—and Japan refused to participate—in the Brussels 
conference of the signatories to the Nine-Power Pact, convoked for 
the purpose of bringing about a peaceful solution of that conflict, 


IV 


During the year 1938, the focus of events returned to Europe, 
In March of that year, the armed forces of Germany passed beyond 
that country’s borders, and the annexation of Austria marked the 
first forcible alteration of the frontiers established in Europe by the 
treaties of peace. This was followed, within a few months, by an 
intense crisis, culminating in the Munich conference and the first 
dismemberment of Czechoslovakia. The darkening shadows of an 
approaching war deepened over the fields and homes of the European 
continent. 

It is not necessary for me to dwell in detail on the kaleidoscopic 
events of the anguished year that preceded the outbreak of the 
European war, nor of the fourteen months we have since lived 
through. All of us recall the feverish activity in Europe which became 
a prelude to war and our repeated attempts to influence the contend- 
ing nations to adjust their differences by pacific means on the basis 
of justice, equality, and fair dealing, without recourse to force or 
threat of force. The tragic and the heroic developments of the war 
months and the brutal invasion and ruthless extinguishment of the 
independence and freedom of many countries are too vivid in the 
minds of all of us to need recapitulation. 

The appalling tragedy of the present world situation lies in the 
fact that peacefully disposed nations failed to recognize in time 
the true nature of the aims and ambitions which have actuated the 
rulers of the heavily arming nations. Recoiling from the mere con- 





——_ -—- ~- -s 


ao tf wm ow 


— 6 3 En 


e °o 





itics 
the 
and 
the 
1ims 
‘ate- 
rged 
ples. 
the 


ples. 


ssels 
1 for 
flict. 


rope. 
yond 
| the 
y the 
y an 
first 
f an 


copic 
f the 
lived 
came 
tend- 
basis 
ce oF 
> war 
yf the 
n the 


n the 

time 
d the 
> COn- 


rd 


a RE RE ee 


399 


templation of the possibility of another widespread war, the peoples 
of the peaceful nations permitted themselves to be lulled into a 
false sense of security by the assurances made by these rulers that 
their aims were limited. This continued even as succeeding events 
left less and less room for doubt that, behind the screen of these 
assurances, preparations were being made for new attempts at wide- 
spread conquest. To mask still further this monstrous deception, 
these rulers and their satellites attempted to brand as “ war mongers” 
and “imperialists” all who warned against the clearly emerging 
dangers, and poured upon them vituperation and abuse. 

The United States, together with most other nations, has stood 
firmly for the basic principles underlying civilized international 
relations—peace, law, justice, treaty observance, nonintervention, 
peaceful settlement of differences, and fair dealing, supported by the 
fullest practicable measure of international cooperation. The advo- 
cacy of these principles has won for us the friendship of all nations, 
except those which, vaguely describing themselves as the “have- 
nots” and claiming a superior right to rule over other peoples, are 
today on the march with great armies, air fleets, and navies to take 
by force what they say they need or want. 

The rulers of these nations have repudiated and violated in every 
essential respect the long-accepted principles of peaceful and orderly 
international relations. Merciless armed attack; unrestrained terrori- 
zation through slaughter of noncombatant men, women, and chil- 
dren; deceit, fraud and guile; forced labor; confiscation of property; 
imposed starvation and deprivations of every sort—all these are 
weapons constantly used by the conquerors for the invasion and 
subjugation of other nations. 

They adhere to no geographic lines and they fix no time limit on 
their programs of invasion and destruction. They cynically disregard 
every right of neutral nations, and, having occupied several such 
countries, they then proceed to warn all peaceful nations that they 
must remain strictly neutral until an invading force is actually 
crossing their borders. They have as a fixed objective the securing 
of control of the high seas. They threaten peaceful nations with the 
direst consequences if those nations do not remain acquiescent, 
while the conquerors are seizing the other continents and most of 
the seven seas of the earth. 

Let no one comfort himself with the delusion that these are mere 
excesses or exigencies of war, to be voluntarily abandoned when 
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fighting ceases. By deed and by utterance, the would-be conquerors 
have made it abundantly clear that they are engaged upon a relent- 
less attempt to transform the civilized world as we have known it 
into a world in which mankind will be reduced again to the degrada- 
tion of a master-and-slave relationship among nations and among 
individuals, maintained by brute force. 

The hand of crushing assault has struck again and again at peaceful 
nations, complacent and unprepared in their belief that mere inten- 
tion on their part to keep peace was an ample shield of security, 

There can be nothing more dangerous for our nation than for us 
to assume that the avalanche of conquest could under no circum- 
stances reach any vital portion of this hemisphere. Oceans give the 
nations of this hemisphere no guaranty against the possibility of 
economic, political, or military attack from abroad. Oceans are 
barriers but they are also highways. Barriers of distance are merely 
barriers of time. Should the would-be conquerors gain control of 
other continents, they would next concentrate on perfecting their 
control of the seas, of the air over the seas, and of the world’s econ- 
omy; they might then be able with ships and with planes to strike 
at the communication lines, the commerce, and the life of this 
hemisphere; and ultimately we might find ourselves compelled to 
fight on our own soil, under our own skies, in defense of our inde- 
pendence and our very lives. 

These are some of the governing facts and conditions of the 
present-day international situation. These are the dangers which 
must be recognized. Against these dangers, our policies and measures 
must provide defense. 


V 


We are in the presence not of local or regional wars, but of an 
organized and determined movement for steadily expanding con- 
quest. Against this drive for power no nation and no region is secure 
save as its inhabitants create for themselves means of defense so 
formidable that even the would-be conquerors will not dare to raise 
against them the hand of attack. 

The first need for all nations still masters of their own destiny is 
to create for themselves, as speedily and as completely as possible, 
impregnable means of defense. This is the staggering lesson of man- 
kind’s recent experience. 
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To meet that need, we are bringing our military, naval, and air 
establishments to maximum practicable strength. Production of 
military supplies is being brought to a greater and greater pitch 
of speed and effectiveness. Wherever necessary for the carrying out of 
the defense program, export of essential materials is being strin- 
gently regulated. Arrangements are being carried forward to provide 
military and technical training for the youth of this country. We 
intend to continue and intensify our effort in all these directions. 

We are taking measures toward dealing with subversive activities 
in this country directed from abroad. The experience of many other 
countries has brought us the shocking realization of the manner in 
which, and the extent to which, such activities are employed to 
undermine social and political institutions and to bring about internal 
disintegration and decay in the countries which they plan to make 
their victims. We intend to act in this field with unremitting vigor. 

We are seeking to advance by every appropriate means the spirit 
of inter-American solidarity and the system of continental defense. 
In conformity with the procedure set up at Buenos Aires and Lima, 
the Panama Consultative Meeting of the Ministers of Foreign 
Affairs of the American Republics adopted important measures to 
safeguard the national and collective interests of the American 
nations, their peace and their economic security. Last summer they 
met again, at Habana, to consult with regard to several threats to 
the peace and security of the Americas, the danger of which, they 
unanimously agreed, existed. To ward off these threats, they took 
positive steps to prevent any transfer of sovereignty in the Western 
Hemisphere from one non-American nation to another, embodied 
in an international convention and in the Act of Habana. They also 
agreed upon procedures for combating subversive activities in the 
American nations and they adopted measures of economic defense 
and collaboration. 

We have concluded an arrangement with Great Britain under 
which we have acquired long-time leases of eight strategically located 
naval and air bases which will enable us to create a protective girdle 
of steel along the Atlantic seaboard of the American continent— 
bases which will be available for use by all of the American republics. 
We are engaged in defense consultations with our neighbors to the 
south, and we have created facilities for such consultations with 
Canada. In all these fields, we intend to continue vigorous effort. 
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We have sought in every appropriate way to discourage conquest 
and to limit the area of war. We have followed consistently the 
policy of refusing recognition of territorial changes effected by force 
or threat of force. We have taken every opportunity to express our 
concern over threatened changes by force in the existing political 
status of colonial possessions, disturbance of which would extend 
the area of hostilities. We have placed under license the funds of 
invaded countries. In these respects, too, we intend to continue our 
activities. 

We believe that the safety and the primary interests of the United 
States must be upheld with firmness and resolution—supported by 
the speediest and fullest possible armament for all defensive pur- 
poses. In view of the unprecedented character of menacing develop- 
ments abroad, we have frankly recognized the danger involved and 
the increasing need for defense against it. As an important means of 
strengthening our own defense and of preventing attack on any 
part of the Western Hemisphere, this country is affording all feasible 
facilities for the obtaining of supplies by nations which, while 
defending themselves against barbaric attack, are checking the 
spread of violence and are thus reducing the danger to us. We intend 
to continue doing this to the greatest practicable extent. Any con- 
tention, no matter from what source, that this country should not 
take such action is equivalent, in the present circumstances, to a 
denying of the inalienable right of self-defense. 


VI 


In our democracy the basic determination of foreign policy rests 
with the people. As I sense the will of our people today, this nation 
is determined that its security and rightful interests shall be 
safeguarded. 

The dangers with which we are confronted are not of our making. 
We cannot know at what point, or when, we may possibly be attacked. 
We can, however, be prepared, first, to discourage any thought of 
assault upon our security and, if any such assault should be 


attempted, to repel it. LArG 


The people of this country want peace. To have peace, we must | 


have security. To have security, we must be strong. These are times 
that test the fiber of men and of nations. 
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Our system of defense must, of necessity, be many-sided, because 
the dangers against which safeguards are imperatively required are 
manifold. Essential to effective national defense are constant and 
skillful use of political and economic measures, possession of military 
weapons, and continuous exercise of wisdom and of high moral 
qualities. We must have planes and tanks and ships and guns. 
We must have trained men. We must hold to the ideal of a world in 
which the rights of all nations are respected and each respects the 
rights of all; in which principles of law and order and justice and 
fair dealing prevail. Above all, we must be a united people—united 
in purpose and in effort to create impregnable defense. 

Thus can we maintain our inheritance. Thus will we continue 
to make this country’s high contribution toward the progress of 
mankind on the roadway of civilized effort. 








UNITED STATES BUSINESS IN A WORLD OF 
CONTROLLED ECONOMY 


By JoacHim STRESEMANN 


The rise of the United States of America to the position of foremost 
industrial power in the world was the result, not of any collectivist 
action but of the efforts of individuals whose enterprise helped to 
establish the industries in which this country is leading the world 
today. 

America’s industrial expansion was not without its repeated crises 
and setbacks but the country invariably recovered and, under a 
system of free enterprise, it reached ever higher peaks. 

The first crisis which broke precedent and developed certain 
disquieting symptoms of permanency was the depression which set 
in in 1929. Ten years afterwards, its prolonged presence was brought 
home to everybody by the existence of several million men and 
women who unsuccessfully tried to find work. 

As to the reasons for this unfavorable development, there is no 
agreement of opinion. The great majority of business leaders in the 
United States attribute it to arbitrary government interference with 
business and resulting irritation and discouragement of those whose 
initiative used to provide capital and employment. The government, 
on the other hand, charges that the condition of the country’s 
economy was such as to demand some action on its part. 

The opinion held by the majority of business men has yet to be 
disproved. It is true that the system of laissez faire, laissez aller 
suffered a setback in 1929 and it is probably also true that the 
introduction of far reaching social reforms such as were put into 
effect in the recent past (catching up with what was done in Europe 
twenty-five to forty years ago) was bound to disturb the country’s 
economy temporarily. On the other hand, the fact that a system 
runs into difficulty once is no proof that it does not work at all. 
England, too, suffered from the 1929 depression and staged an im- 
pressive recovery without giving up the principle of economic free- 
dom. Since the great depression private business in the United 
States has not been given a chance to show whether it can provide 
for full employment of the country’s natural resources and its 
manpower, and until it is one cannot say that it failed. 

Ever since inauguration of the economic policy generally referred 
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to as the ‘‘ New Deal,” the economy of the United States has been 
subjected to persistent attempts on the part of the government to 
increase its control over the nation’s business affairs and to not less 
persistent efforts of business to prevent just that. The result was an 
unhappy mixture between economic freedom and strict regimenta- 
tion. The administration tried to go totalitarian but was stopped 
halfway. It attempted to dethrone private capital but it succeeded 
only just enough to anger and irritate capital so as to make it go on 
strike. In Germany, too, the government “‘created’’ work by pouring 
money into public works, armaments, etcetera, but there, of course, 
the entire political system was synchronized. Every man and every 
machine was subject to the call and the orders of the government. 
Private capital was called upon to do its share just as was labor. 
Big concerns were fold to invest in this or that new industry and, 
although the greater part of Germany’s economy is still in private 
hands, the position of the individual capitalist has changed greatly. 
He is no longer the independent owner of some enterprise which 
he can run arbitrarily to his own liking but, in the first place, he is a 
trustee of the State and as such responsible for the productive efforts 
of a certain amount of money and a certain number of men. Maybe, 
the New Deal had a similar system of controlled economy in mind. 
If it did, the actual results prove that it did not succeed. 

Whatever was the cause of the economic difficulties of the United 
States during the last decade, one point should be emphasized: An 
economic system which accepted the existence of several million 
unemployed as something more or less permanent, could not have 
continued indefinitely. An economy which is unable to give work 
to all those who want to work and who need the income derived 
from work, is doomed to run into trouble, sooner or later. The situa- 
tion is aggravated if a great number of the jobless are young people 
who never had a job. Youth, if unemployed, tends toward releasing 
its unused energies in attempts to overthrow the existing social 
order. The idea to meet those tendencies with a purely spiritual 
defense of democracy lacks realism. Young people who ask for a job 
will not be satisfied with receiving a lecture on freedom of speech 
instead because neither food nor clothes can be bought with that. 
On the other hand, once they find jobs and feel relatively sure of 
keeping them, they will automatically become interested in the 
maintenance of the political system under which they live, for the 
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simple reason that they have a stake in it. Provision of work for all 
those who want to work is one of democracy’s most effective and 
most realistic lines of defense. 

Until a short time ago the hope was entertained by large groups 
in this country that there might be a return soon to the principles 
of free enterprise and private initiative. Recent international events, 
though, render it doubtful whether this hope will be fulfilled in the 
near future, and they rather point to the possibility that the United 
States is headed for a change of its economic system toward less 
freedom and more control. 

When, a short while ago, England handed herself over, heart and 
soul, to the dictatorship of Winston Churchill, the last great Euro- 
pean democracy had trimmed its sails before the rising tide of 
totalitarianism. No one can fail to realize that, even now, the whole 
of Europe is totalitarian and as a matter of fact, all the remaining 
big nations, too. The only exception is the United States. That alone, 
the fact that America is the only remaining democracy faced by a 
block of strictly regimented nations, renders it doubtful whether 
it will be able to maintain a leisurely, easy-going economy. It would 
be different if the United States were self-sufficient and fully em- 
ployed, and if the country considered itself entirely safe from attack. 
Obviously, the last two prerequisites are missing. 

The political outlook for the coming weeks and months includes 
two alternatives: Should Hitler gain effective control of the conti- 
nent of Europe and the British Isles, he would face the task of 
economic reorganization of all the countries under his domination. 
Not the least of his concerns would probably be the raising of the 
standard of living of the German people who made great sacrifices 
during his reign in the interest of rearmament. In order to improve 
Germany’s standard of living it would be necessary to switch her 
industrial machine from the manufacture of war materials to the 
production of consumption goods, for domestic use and export. 
That could not be done effectively as long as a country of the indus- 
trial capacity of the United States keeps arming to its teeth. Itiis 
not unlikely that the German Fiihrer may approach this country 
with an offer of cooperation providing for disarmament and also, 
perhaps, world trade ‘‘as never before.’’ Hitler would address himself 
to the United States as to the leading nation on the American 
continent just as he would be speaking for the 370 millions of people 
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who inhabit the continent of Europe, excluding Russia. His offer 
would be of great importance not only as such but because of the © 
additional weight it would receive on account of the consequences 
of a possible European refusal to accept gold as international means 
of payment at the price fixed by the American treasury or, indeed, 
at any price at all. The establishment of a pan-European clearing 
house might be held up as alternative. 

In addition, the United States is highly interested in exporting its 
agricultural surplus. While a European block could probably absorb 
almost all the cotton and wheat produced here, yet, in case of 
political tension, it could probably obtain all the quantities needed 
from other continents, e.g. South America and Africa. 

If any negotiations for economic cooperation were to take place 
between the United States and a Europe under Hitler, the bargaining 
power of the European block would be such that only another block, 
just as efficiently organized, would be strong enough to treat with 
Hitler on even terms. In other words, the American negotiators 
would have to be able to speak in the name of all American manu- 
facturers, exporters, importers, etcetera. Consequently, even if this 
country decided to come to a deal with a Hitler-run Europe, it 
might have to introduce a certain degree of economic control. 

If, on the other hand, there should be no such cooperation and if 
the United States should rearm on the scale indicated by present 
Executive and Congressional action, the execution of such a pro- 
gram would necessitate a certain amount of coordination. This is 
hardly subject to question. It must be recognized that a concen- 
trated drive for military preparedness implies modification of 
modes and perhaps standards of living not only before but even 
more so after the outbreak of hostilities. 

The lesson to be learned from the experience of the Allies is this: 
A democracy cannot effectively defend itself against a totalitarian 
régime except by going totalitarian itself—at least for the time being. 
A similar principle was recognized already in the ancient Roman 
republic. The reasons for it are both internal and external. Internally 
the right of free speech enables opponents of democracy openly to 
advocate an overthrow of that form of government. The opposition 
is encouraged by the habit of most democracies not to interfere 
with such attempts as a matter of principle. Now, while democracy 
is passive in the face of the efforts of its opponents, they themselves 
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are of a different caliber. Freedom of speech forms no part of their 
tenets, so their propaganda is not handicapped by any hesitation to 
use force and relentless suppression of resistance. The two opposing 
forces are, therefore, uneven right from the beginning. 

If, however, democracy should realize the danger it is faced with 
and decide to make a stand, it may succeed in defeating a particular 
opponent but it will most likely lose the issue as such, for, while 
fighting, it will rapidly be transformed into a totalitarian form of 
government itself. That means that free speech will go and so will 
the right to organize political groups. 

The same applies with regard to relations between different 
nations. As has been proved beyond doubt, democratic France and 
democratic England were no match for authoritarian Germany, 
The lack of initiative and action displayed by them was a consequence 
of traits characteristic of their particular forms of government, 
When they realized that at last, the British threw democracy over- 
board in as drastic a way such as is only possible in that country, 

The United States is only just entering into the first phase of 


rearmament and, therefore, is able to profit from the lessons learned | 


in Europe and to avoid the mistakes made there. Effective military 
rearmament requires establishment of a coordinating control over 
all enterprises, affected directly or indirectly. It also requires a 
certain degree of planning and, as this planning is going to take 
place in an economic sector which may grow so as to dominate all 
others, it may permeate the entire economy pretty rapidly. That 
does not mean, of course, that each citizen will have to tell a commis 
sioner how many handkerchiefs he intends to buy during the next 
year—it did not mean that in Germany either, until last September— 
but it does mean that an increasing number of trades may be affected 
by the distribution of raw materials according to where they are 
needed most, by control of prices as soon as they show signs of 
running away, by control of wages as soon as increases threaten to 
upset the price structure, by limitation of profits in order to restrict 
consumption as soon as the available labor reserves are exhausted 
and, last but not least, by control of manpower which may have to 
be employed in a way not always compatible with the wishes of the 
individuals. 

Economic control feeds on itself. Experience in European countries 
has demonstrated repeatedly that planning which is restricted to one 
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sector of the economy works smoothly for a time but then, suddenly, 
it threatens to break down unless another sector of the economy is 
also coordinated. That way, an endless chain begins to unroll itself. 
However, on account of the natural wealth of the United States, 
changes which may occur here should not turn out as drastic as in 
Europe. On the other hand, of course, they may seem even more 
drastic than in Europe because the period of transition may be 
shorter. 

After rearmament has come to an end, with or without war, it 
will not be possible simply to send the munitions workers home 
and tell them to wait for their next opportunity. Rather, in order 
to adjust the American economy from a war to a peace basis, the 
control of the economic machine will have to be continued for a 
certain period of time. 

While it can be argued that after the last war the different coun- 
tries managed to return to a peace-time economy without having 
to retain their war-born control system, yet this time the situation 
is different in at least one respect: In 1914, most of the big nations 
were prosperous under a system of free economy. In 1939, the 
United States, the greatest industrial nation of the world, was only 
partly free and not exactly prosperous. England was essentially 
free but had two million unemployed, France was entirely free and 
in a deplorable state, and Germany was fully controlled, fully em- 
ployed, and theoretically prosperous (the fact that most of Germany’s 
effort went into rearmament and, therefore, was not enjoyed by the 
German people only goes to show how really prosperous Germany 
would have been if her efforts had been directed toward production 
of goods other than armaments). 

Politically, 1914 saw virtually nothing but democracies, but in 
1939 a large group of countries were totalitarian already and those 
that were not were going totalitarian rapidly. While, therefore, in 
1919 it seemed the natural thing for the major nations to go back 
to a kind of democratic rule, it may not appear so natural to them 
in 1940, 1941, or 1942. 

For the reasons mentioned, a certain control of business activity 
may continue in the United States even after the era of rearmament 
has reached its end. 

The prospect of the establishment of what may at times approach 
a fully controlled economy will not be faced with enthusiasm by all 
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those who believe that a free economy is the foundation of American 
prosperity. This adverse reaction may be mitigated, though, by the 
feeling that now, for the first time since 1929, there exists a definite 
prospect for this country of full utilization of its unlimited natural 
resources and of full employment of its entire manpower. To a 
nation which for ten years has been in a more’ or less permanent 
state of depression, a return to work at full capacity will bring back 
not only a limited degree of prosperity (real prosperity it could be 
called only if the billions that are to be invested went into remunera- 
tive purposes instead of into armaments), but also a revival of 


confidence in the future which may turn out an even greater asset, 


If it is unavoidable that the American economy enter a phase 
of increasing control, such a development certainly merits the 
attention of every business man in the country. While, until recently, 
the slogan was “free enterprise versus controlled economy,”’ now it 
seems to be rather “who is going to exercise the control which will 
be with us anyway?” 

Under the circumstances the natural objection of business men 
to any kind of regimentation should not be expected to make them 
stand by idly watching control of the country’s economic machine 
pass more and more out of their hands. If control be necessary, 
rather than to allow it to be exercised by politicians or people under 
the influence of political tendencies, business men should claim 
their full share of control in the economic management of the United 
States during a critical period. Participation by business in that 
control should go a long way to insure its effectiveness because it isa 
recognized fact that self-enforced discipline is more rigid than 
discipline imposed from outside. 

Full representation of business in the country’s economic supreme 
command is desirable also for another reason. It is always easier to 
transfer power to the State than to get it back from the State. Now, 
any hope for eventual restoration of complete economic freedom is 
more likely to be fulfilled if the men in the economic supreme com 
mand who have to give up some power are industrialists rather than 
politicians. 

“If there is to be some kind of dictatorship, I'd rather be the 
dictator myself.” It is acting on that principle that business wil 
watch closely the growth of new tendencies which are beginning # 
make themselves felt even this very moment. 
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ECONOMIC REORGANIZATION OF EUROPE 
IN THE EVENT OF A GERMAN VICTORY 


By Joachim STRESEMANN 


Nobody can foretell what Germany is likely to do if she wins the 
present war. Neither have there been any precise pronouncements 
from Germany regarding her post-war policy nor is there any indica- 
tion that a definite plan has been decided upon. Anything which is 
said concerning the future of Europe in case of a German victory is, 


therefore, guesswork. 


’’ Economic reconstruction of Europe under German leadership is 
contingent in the first place upon the maintenance of political peace 
on that continent. Secondly, it is contingent upon the ability of 
Europe to trade with other continents, for Europe is not self-suffi- 
cient. At the moment such trade is still effectively prévented by the 
British blockade. The establishment of a ‘German order” in Europe 
is, therefore, inconceivable without prior destruction of the British 
navy and breaking down of the British blockade. First and foremost, 
the British fleet would have to be swept from Europe’s most vital 
line of communication—the Mediterranean. Only its disappearance 
there and capture of Gibraltar and Suez would secure for Germany 
and Italy control of northern Africa and of the Near East and an 
unhampered flow of vital materials (including oil and cotton) from 
those areas. 

To enable a German Europe to trade with the Far East, the 
British navy would furthermore have to be driven from the Indian 
Ocean (Singapore). Total trade with Asia accounted for 35 per cent 
of Europe’s imports during 1938 and for 30 per cent of its exports. 

If domination of the Mediterranean and the sea route to the 
Far East would appear to be indispensable for a more than temporary 
functioning of a European economic block, disappearance of a hostile 
British navy from the North and South Atlantic would be almost 
as important. While, theoretically, merchandise from Asia and the 
Near East, destined for Northern Europe, could be shipped to 
Mediterranean ports and thence by rail, yet, in practice, shipment 
to North Sea ports is the only practical route for the overseas imports 
of Germany, Scandinavia, Belgium, and Holland. To open that 
route, the British navy would first have to be deprived of its Euro- 
pean bases, an operation which would necessitate the conquest of 
the British Isles, Ireland, and perhaps Iceland. 
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If it is agreed that control of Europe, in order to be complete, 
requires control of the Mediterranean, the sea route to the Far 
East and, to all intents and purposes, of the North Sea, whether a 
European economic system could be organized effectively without 
an exchange of goods with the American continent, is a more complex 
question. 

Any attempts of the British fleet to prevent such trade between 
Europe and the Americas even after a conquest of the British Isles, 
would, of course, depend upon the cooperation of the United States. 
If that cooperation were not forthcoming and the United States 
resumed exports to Europe under the protection of the United 
States navy, the British blockade would have to be limited to Latin 
America and, in case of large-scale deliveries to Europe from the 
United States, would probably be ineffective. 

If, on the other hand, the United States agreed not to trade with 
Europe, a blockade of Latin America by the British navy would cut 
off Europe from the whole Western Hemisphere. While the absence 
of imports from the United States alone might not seriously impede 
Europe, interruption of supplies from the entire American continent 
might prove embarrassing in the long run. This applies particularly 
to imports by Europe of wheat, cotton, lard, tobacco, coffee, and 
also to imports of various minerals. In 1938, the two Americas took 
41 per cent of Europe’s exports and they sent Europe 47 per cent 
of its imports. Latin America alone took 19 per cent of Europe's 
exports and sent Europe 17 per cent of its imports. If the British 
navy continued blockading Latin-American exports to Europe, 
even in case of a British military defeat in England, such a move 
would probably not be very popular in Central and South America. 
Europe forms a natural outlet for the main agricultural products 
of Latin America and there is no other continent which could offer 
more favorable trade conditions to Latin America. The United 
States cannot supplant Europe as importer of Latin-American 
products; attempts to prevent the trade of the Latin-American 
countries to develop in its natural channels are, therefore, likely to 
prove costly to all concerned. Most of the burden would probably 
fall on the shoulders of the financially strongest of the interested 
parties, i.e. the United States. It has to be borne in mind also that, 
should the west coast of Africa come under their control, the “ Axis” 
powers are likely to challenge a British blockade of the South 
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Atlantic and to try, with the help of their navies and air forces, 
to establish a sea route between the two continents, with a continua- 
tion up the African coast as far as Spain and France. Whether 
political considerations could justify a blockade of Latin America 
and the expense connected with it, is a matter not to be dealt with 
here. 

If one assumes that Germany will succeed in establishing and 
maintaining a ‘‘Pax Germanica’”’ in Europe and in driving the 
British navy from the seas in an area wide enough for Europe to 
obtain vital raw materials from, the economic organization of that 
continent could take place along the two following principal plans 
or a combination of the two: (1) a return (economic) to the world as 
it was in 1914, with Germany simply as the leading power, (2) recon- 
struction of Europe after the pattern of the German economy, 
ie. transformation of the entire continent into one (still) Greater 
Germany, with many or all of the principles, being applied at present 
to Germany alone, applied similarly to the European economy as 
a whole. 

(1) The first solution may or may not provide for political clauses 
like disarmament, reparations, etcetera. Economically speaking, 
the various European States would remain intact and autonomous. 
They would be free to trade with other European and with over-seas 
countries on a free trade basis or to raise tariffs as they saw fit. 
Germany’s economic prosperity might be assured by the cession to 
her of valuable colonies and of foreign investments equal to or 
exceeding the roughly Reichsmark 25 billion (about 10 billions of 
dollars) of foreign investments which she possessed prior to the 
World War. Germany, in such a system, would be the political 
center of Europe and, on the ground of her might alone, could not 
fail to attract to herself as much European trade as she would pos- 
sibly want. That applies not only to her neighbors in the West but 
especially to those in the Southeast and in the North. 

A system like the one outlined would amount to the reestablish- 
ment of Europe more or less as it was before 1914. The barter system 
might be retained here or there but the improvement in Germany’s 
condition through the acquisition of raw material bases, etcetera, 
might result in a relaxation of the tension which accompanied her 
economic development between 1933 and 1939. Gold might be 
brought into play again by the United States relending it to a calmed- 
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down Europe which would resume its réle as the world’s largest 
consumer of raw materials and the largest supplier of industrial 
goods. 

How long such a system would last, nobody can tell. It might 
disintegrate very rapidly into the old controversies between individ- 
ual countries—mitigated perhaps by the controlling influence of a 
central power, Germany—but it might also develop into a close 
union of all European States. 

(2) In contrast to a reorganization of Europe on principles com- 
parable to the ones which prevailed prior to the World War, such 
reorganization could also be carried out by Germany on a basis 
bearing her own trade-mark exclusively. In the recent past there 
have been frequent discussions about the chances of conversion of 
Europe into one free trade area, of the introduction of one single 
European currency, or even of the establishment of the United 
States of Europe. To what extent ideas like these are seriously con- 
sidered by the German authorities, cannot be said but three points 
should be emphasized: (7) If there were to be far-reaching changes 


in the economic organization of Europe they could come only 
gradually; (2) the “‘new order”’ in Europe, in order to be effective, | 


would have to be carried out and maintained under German control 
or it might turn against Germany; (3) provided Germany assumes 
full economic control of Europe and decides to run the Continent 
more or less on the lines on which she is running her own economy 
now, it would not make much difference under what name the new 
system would be known, whether or not the present boundaries 
remained intact and whether or not there were one or several 
currencies. 

As regards the first point, it is evident that an economic revolution 
cannot be carried out overnight. Such a task would be difficult even 
if the economy of each European country were functioning smoothly 
and it would be more difficult still if it began at a moment when all 
the economies in question are disrupted by war. On the other hand, 
of course, a period of dislocation offers a relatively good -chance for 
the introduction of radical changes in that the retarding influence 
of vested interests is less pronounced in times like that than other 
wise. All the same, in view of the magnitude of the task of designing 
an economic system which is to fit all European States, and in view 
of the innumerable problems of detail which would have to b 
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solved, only a gradual evolution of the new order could promise to 
be successful. Therefore, if there were to be a European Customs 
Union, such a union would probably be established first between, 
say, Germany and France, then between France and Italy, then 
between Italy and Germany and so on. In the course of the execution 
of such a program valuable experience could be gained and the 
lessons learned could be applied currently. If, on the other hand, 
the new system were established all at once, the repercussions might 
be so violent as to cause serious dislocations and unnecessary 
resentment in the affected territories. 

No matter at what rate the economic transformation of Europe 
were to be carried through, there is no doubt that the interests of 
some groups, industries or even territories would be affected 
adversely, at least temporarily. Such a development would be 
unavoidable even if the planning body were prompted by the best 
of intentions. For that reason, and on account of the divergence in 
the general outlook of the different European races, the establish- 
ment of the new order could be accomplished only under the firm 
leadership of one country, in this case Germany. Another reason why 
Germany would have to maintain control of the economic policy 
of Europe is the danger to her own economy, inherent in some of the 
ambitious schemes, discussed here and there. Transformation of the 
whole of Europe into a free trade area, for instance, would contain 
elements of danger for German agriculture which, at the moment, is 
enjoying the special protection of its Government. It might also 
mean difficulties for German industry because of the difference in 
the standard of living of the German worker and the working popu- 
lation of some of the smaller European countries, e.g. the Balkans. 
If a currency union were introduced in Europe, one of Germany’s 
problems would be the rate at which the reichsmark should be 
stabilized in relation to the depreciated currencies of Germany’s 
neighbors. Another problem for Germany would be the loss of her 
power directly to influence foreign exchange rates. A victorious 
Germany would be able, within limits, to adapt her trade with the 
Balkans to her liking by changing the relative rate of exchange. 
Assuming, for instance, 1 reichsmark equalled 100 Rumanian lei: 
by lowering the value of the lei by 100 per cent (1 reichsmark = 200 
leis), Germany could, with a stroke of the pen, arrange to obtain 
delivery from Rumania of twice as many goods as she got before 
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while still paying the same price. In practice, of course, the fluctua- 
tions of the two rates of exchange would be much smaller and, 
furthermore, Rumanian prices would have to be controlled so as to 
avoid inflation which would wipe out the advantages reaped by 
Germany. 

For two reasons, therefore, Germany would have to assume com- 
plete control of the entire European economy: First, the transforma- 
tion of the European economic system would create problems which 
could be solved only by one central authority; second, some of the 
contemplated changes involve dangers for the German economy 
which could be met only by direct intervention. 

If it is agreed that the introduction of a planned economy for 
Europe could only take place under the authoritarian leadership 
of one country or a small group of allied countries, once this leader- 
ship has been established, the outward form of the new order would 
be of relatively little importance. Neither would it make any differ. 
ence whether or not political boundaries remained the same nor 
would it matter whether there were only one currency for the whole 
block or whether all the old currencies continued to function. Central 
regulation would be the answer to all problems which might con- 
ceivably arise, including those concerning production, prices, wages, 
exchange rates, etcetera. 

After a period of adjustment, the European economy would 
probably be run entirely from Berlin where a central planning board 
would issue general instructions and coordinate the activities of 
regional and local planning boards which would be appointed by and 
responsible to the Berlin headquarters. Central fixing of prices and 
wages might be introduced for the whole of Europe and the indus 
tries of the different States might be told what to produce. The 
European colonies in Africa would be developed to a far greater 
extent than before. Whether Germany would take back her old 
colonies or arrange for a pooling of all European colonies in Africa, 
perhaps with a pan-European administration, is a question of second- 
ary importance. Unhealthy competition of European industries 
might be cut out and some industries amalgamated. Others might 
be closed down or asked to produce something different from what 
they had been producing before. Various regions might be requested 
to concentrate on the production of some type of goods for which 
they are particularly fitted and to give up others. The Balkan coum 
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tries, for instance, would probably be asked to concentrate on 
agriculture and limit their industrial output, or at least, not to 
expand it. They would thus become Germany’s granary while 
Germany would supply them with industrial goods. The two regions 
are naturally supplementary. 

If all European industries were thoroughly reorganized by rational- 
ization, cutting out of competition and introduction of mass produc- 
tion, etcetera, the driving power of such an industrial block could 
hardly be overestimated. On the one hand it would probably lead 
to an increase in the European standard of living never before 
achieved. At the same time the block would enter the world’s markets 
as one unit. The capacity of the united industries of Europe would 
probably be superior to that of any other continent. As the European 
market would be organized for foreign no less than for domestic 
trade, the consuming and producing power of the 370 millions of 
Europeans could be used as a bargaining weapon in trade negotia- 
tions with the entire world. The attraction of the European market 
abroad would probably be very great indeed (Greater Germany's 
annual needs alone have been estimated at 24 to 3 million bales of 
cotton, 100 to 120 thousand tons of lard, 350 thousand tons of 
copper and 75 to 90 million bushels of wheat). The idea to keep this 
market out of some continents permanently by such methods as the 
buying up of surpluses, granting of loans, etcetera does not look 
very promising. Rather than resist such a block, the nations which 
are invited to trade with it may be drawn into its orbit fairly rapidly. 
It cannot be denied that each economic unit trading with a united 
Europe would have to reckon with the possibility of becoming so 
intimately linked up with the European block as to become part 
of it and its planning. 

The repercussions of an economic unification of Europe upon the 
United States cannot be dealt with in a few words. The most obvious 
effect would be the arrival in the world’s markets of a competitor 
who would be powerful not only as a producer and exporter but, 
more especially, because of his bargaining power as a consumer 
and importer. The fact that, due to its wealth, the United States 
has an agricultural and industrial surplus which it wants to export 
but that it is not in a position to absorb an equivalent of imports, 
does not bid fair for United States foreign trade no matter who rules 
in Europe. A Hitler victory might accentuate the problem but it 
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would not have caused it. A lasting improvement of the foreign 
trade situation of the United States can be expected only from an 
increase in imports which in turn presupposes the restoration of 
domestic prosperity. There lies the key for permanent prosperity 
rather than in the maintenance of exports at a level which, consider. 
ing the volume of imports and the position of the United States as 
a creditor nation, can only be considered artificial. 

Three points would probably receive special consideration in any 
reorganization of Europe: (1) The future of the European armaments 
industries, (2) the future of gold, (3) the position of Germany within 
the European block. 

At the present time the armaments industries occupy a dispropor- 
tionately big position in all major European countries. Whether all 
of them would continue to produce arms or only a few, whether the 
German armament industry would be chosen for this task or the 
English or French, is a matter for speculation. Perhaps Germany 
would concentrate the manufacture of arms in her own industry, 
perhaps she would prefer to employ those industries for the produc- 
tion of peace-time goods, leaving the production of arms to others 
under her supervision. If there should be a real reduction of arma- 
ments, new jobs would have to be found for millions of men. This 
might lead to the introduction of work creation programs in all those 
countries where it has not been done already and, thereby, hasten 
the adjustment of those countries to the German economic system, 

What part would be played in a totalitarian Europe by gold, 
cannot be predicted with any hope of accuracy. The prospect of the 
introduction of a European currency based on gold has repeatedly 
been denied by German writers in advance. Another question is 
whether gold would still be used as a means of setting off differences 
in the international balance of payments or whether it would be 
superseded altogether by some kind of clearing house. Gold is not 
necessary for the conduct of international trade but it is very conven 
ient. Germany’s attitude to its use may be determined to a greater 
extent than generally suspected by whether she herself will own 
enough gold at the end of the war to make it worth her while using 
the metal. Another factor will be the attitude of the United States 
who is interested in the preservation of the value of gold because it 
owns so much of it. It would appear to be in the interest of the 
United States to see a victorious Germany get hold of some gold. 
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If there were a chance for Germany obtaining United States’ eco- 
nomic cooperation in exchange for reestablishment of gold as inter- 
national currency, Germany’s attitude to gold might become more 
positive. All in all, recent utterances from Germany regarding the 
post-war European economy are not altogether unfriendly to gold 
and the threat of ‘‘dethronement’’ of the metal which is heard here 
and there, appears to be based on a regretful recognition of its 
nonavailability to Germany rather than on a refusal to use it on 
principle. 

Should Germany become political and economic master of Europe, 
she could derive some tangible advantages from that position and 
from her military victory. An obvious advantage for her would be 
the possibility of switching the larger part of her war industries into 
peace industries. That and the acquisition of colonies and foreign 
investments would reestablish her roughly into the position she 
held before 1914. If she wanted to go beyond that, Germany could 
arrange the European economy so as to give various advantages to 
her own industries. In the first place, she could reserve to herself 
first call on all raw materials available inside Europe and on those 
imported from other continents. Secondly, she could reserve to 
herself the production and export of certain specialties, to the 
exclusion of all other European produce rs. Thirdly, she could fix 
prices of all goods manufactured in Europe so as to assure a higher 
return for her own industries, with the result of an increase of her 
purchasing power in the European market. 

If it would be natural for Germany to strive to make herself as 
prosperous as possible, yet at the same time it would be good policy 
for her to make all the other member States of the European block 
prosperous too. Economic prosperity would probably do more to 
stabilize a new European order than anything else. It would arouse 
the interest of the different European races in its maintenance and 
it might help to overcome political antagonisms which must be 
expected to survive for some time. 
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